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DEPOSITED BY THE 
UNITED STATES OF AMERICA 


NOMINATION OF NEIL H. MecELROY 


THURSDAY, AUGUST 15, 1957 


Untrep Srates SENATE, 
JOMMITTEE ON ARMED SERVICES, 
Washington, D. C. 

The committee met, pursuant to call, at 10:35 a. m., in room 212, 
Senate Office Building. 

Present: Senators Russell (presiding), Byrd, Stennis, Symington, 

Jackson, Ervin, Saltonstall, Smith, Case, Bush and Barrett. 

Also present: Harry L. Wingate, Jr., chief clerk; Herbert S. Atkin- 

| son, assistant chief clerk; and William H. Darden, T. Edward Braswell, 
and K. E. BeLieu of the committee staff. 

Chairman Russetu. The committee has been convened this morning 
| to consider the nomination of Mr. Neil Hosler McElroy to the impor- 
tant position of Secretary of Defense. 
| Mr. McElroy is present, and in accordance with the custom and 
| rules of procedure of the committee, he will be examined by the mem- 
bers of the committee. 

Mr. McElroy, because of the importance of the position to which 
you have been nominated, the members of the committee are likely to 
have some searching questions that bear upon your qualifications for 
this position, and that they will ask in the discharge of their responsi- 
bilities as members of the committee. 

Included in that area of questioning will, of course, be the extent 
of your security holdings with companies that have defense contracts. 
The committee does not wish to undertake to publicize the details of 
any nominee’s financial status. You may file that statement with the 
committee, but your statement will not be released. We would not 
release any of the details of those matters unless the nominee requests 
that it may be done. 

We do not disclose the number of shares a man may hold or the 
names of the company in which the shares are held. 

We require that list, but it is for the consideration of the committee 
in executive session and to guide us in asking questions. 

We usually start these hearings by requesting the nominee to give 
us a statement in the nature of a brief autobiography. 

(The statement referred to is as follows:) 


NEIL HOSLER McELROY 


Residence: 3478 Vista Terrace, Cincinnati 8, Ohio. 

Date of birth: October 30, 1904. Place: Berea, Ohio. 

Name of parents: Malcolm Ross and Susan Harriet (Hosler) McElroy. 

Education: Harvard College, bachelor of arts degree, 1925. 

Married: Mary Camilla Fry. Date: June 29, 1929. 

Children: Nancy Sue, Barbara Ellen, Malcolm Neil. 

Date joined Procter & Gamble: 1925. 

Positions held and dates: 1925, advertising department; 1929-40, manager, 
promotion department; 1940-43, manager, advertising and promotion; 1943—46, 
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director and vice president in charge of advertising; 1946, vice president, general 
manager; 1948, president. 

Chairman Russetu. I see that the distinguished Senator from Ohio, 
Senator Bricker, has honored the committee with his presence this 
morning. Senator Bricker, do you desire to make a statement? 


STATEMENT OF HON. JOHN W. BRICKER, UNITED STATES SENATOR 
FROM THE STATE OF OHIO 


Senator Bricker. Mr. Chairman, I just came up for the simple 
purpose of introducing to this committee, and all of you have already 
met him, Neil McElroy, of Ohio, to be Secretary of Defense. 

I want to commend the authorities for having made the choice 
they have and to recommend him to this committee. 

He has been one of the outstanding citizens of our State for many 
years. He was born in our State and spent his whole business and 
professional life in Ohio. He is president of one of our great corpo- 
rations that has rendered a fine service to the people of the country, 
and furthermore, Mr. McElroy has shown throughout his many years 
his devotion to the civic betterment of his community and of his 
State. 

He has been very active, giving unstintingly of his time for the 
promotion of those ‘things which, in his judgment, were for the best 
interests of Cincinnati and of Ohio and of the country, in fact having 
acted as chairman of one of the very important commissions that the 
President has appointed within the last year. 

So I just wanted him to know that I give him my most hearty 
approval and recommend him to the members of the committee. 

Thank you, Mr. Chairman and members, for the opportunity of 
saying this. 

Chairman Russet. We are glad to have had you here. 

Mr. McElroy, we are indeed happy to welcome you before the 
committee. I can assure you that evety member of this committee 
has a very intense interest in the affairs of the Department of Defense 
that you have been nominated to administer. 

We will be glad to have you make any statement you see fit. 


STATEMENT OF NEIL HOSLER McELROY, CINCINNATI, OHIO 


Mr. McEtroy. Mr. Chairman and members of the Armed Services 
Committee, my statement will be brief, and yet I think it will cover 
the essential facts which you want to have before you, and I assume 
that I will be asked some question which will fill in whatever gaps you 
may find in the factual story I present. 

I understand this committee would like to have on file a statement 
concerning my business and financial interests. I have prepared such 
a statement and will be glad to read it to you and answer questions on 
if if you wish. 

The Procter & Gamble Co. with which I have been closely associated 
for 32 years, the last 9 as president, owns and operates subsidiaries in 
the United States and in many countries overseas. In addition to my 
offices as president and a director of the Procter & Gamble Co., I am 
an officer and a director of many of these subsidiaries. If I am con- 
firmed by the Senate, I shall resign as president and as a director of 
Procter & Gamble and all of its subsidiaries, and I shal! hold no office 
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in any of these companies. After the effective date of my resignation 
from these offices I shall receive no compensation from the Procter 
& Gamble Co. except compensation on a lump-sum basis for services 
rendered prior to the effective date of my resignation. 

The Procter & Gamble Co. has several employee plans in which I 
am a participant, and my interest in these plans is the cornerstone of 
my family’s and my future security. These plans are a profit-sharing 
trust plan, a stock option plan and a group life insurance plan. I do 
not feel that I can give up my interest in these plans. For that reason 
when I resign my offices in the Procter & Gamble companies, I shall 
be on a leave of absence and will have the status of an employee 
without compensation on approved leave. ‘This will enable me to 
remain in the plans, but will freeze my interests in them. 

I am filing with the committee for its use a full statement explaining 
these plans and my participation in them, including the payment for 
past service. 

In addition to these interests in Procter & Gamble, I personally 
own 472 shares of Procter & Gamble and have a reversionary interest 
in a trust of 1,000 more. J am not planning to sell this stock if I am 
confirmed. 

Il have a working partnership with three groups of individuals 
engaged in the exploration, drilling, and developing of oil properties. 
1 also own a 7-percent interest in a firm known as Southwestern 
Petroleum Co., which started as a working partnership and converted 
to a corporation. 

In order to avoid any possible confusion between these holdings and 
the responsibilities of the Secretary of Defense, I have decided to dis- 
pose of all of these interests. I will endeavor to accomplish their sale 
at the earliest possible date, but because a market for these properties 
may be difficult to find, and to avoid undue loss in their sale, I would 
like a maximum period of 6 months in which to dispose of them. 

I have acquired comparatively modest investments in several other 
companies. Two of these—General Electric and Chrysler—have sub- 
stantial defense contracts. I am also a director of these two com- 
panies. I] plan in each of these cases to resign as a director and to 
dispose of my stock. 

I am a director of R. A. Cline, Inc., a Cincinnati real-estate firm. 
I would resign this directorship also, and dispose of my small financial 
interest in the firm. 

I am filing with the committee for its use a list of these other 
investments. 

At present I have various committee assignments connected with 
Harvard University, and am a member of the board of trustees at 
George Peabody ‘Teachers’ College. I am prepared to resign from 
these activities if my appointment is confirmed. 

There are three main categories of business done by Procter & 
Gamble with the Defense Department—negotiated business, bid 
business, and sales for resale. 

The only negotiated business with the Defense Department results 
from a contract which was executed in 1951 for the operation of a 
Government-owned ordnance plant at Milan, Tenn., by the terms of 
which a wholly owned subsidiary of Procter & Gamble manages the 
operations of the plant as an independent contractor on a fixed fee. 
The contract expires by its terms on March 31, 1958. Procter & 
Gamble has advised the Department of the Army that it is unwilling 
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to have the contract extended and the Army has teplied that it will 
exercise its best efforts to arrange for the contract to be terminated by 
mutual agreement and for the substitution of a new contractor, if 
possible, by October 1, 1957. 

The second category of our business with the Defense Department 
is what we call bid business. This means sales of cleaning products 
and shortening made by our company to the military services on com- 
petitive bids. The value of such business currently is considerably 
less than one-tenth of 1 percent of the company’s total volume of sales. 

The third category of our business with the Defense Department 
we have called sales for resale. For the most part these are sales of 
the standard and well-known Procter & Gamble products sold na- 
tionally at retail throughout the United States, such as Ivory Soap, 
Tide, Gleem toothpaste, and Crisco. These sales are made to Army 
and Navy commissaries, post exchanges, ship service stores, and the 
like for resale to their customers. All of these sales are for ultimate 
resale to private purchasers with the exception of a small amount of 
bulk soap and bulk shortening which is consumed in post exchanges 
abroad. 

I am filing with the committee a statement going further into detail 
on Procter & Gamble business of this type with the Department. 

Gentlemen, 1 shall be happy to explain any part of this statement 
which is not clear and, of course, to answer any question you may have. 

Chairman Russe. Let me say at the outset, Mr. McElroy, that 
if you sever your relationship with the George Peabody Teacher’s 
College and with the committees of Harvard University, that will 
certainly be voluntary on your part, because this committee has never 
gone into any matters of that kind and would not think of requiring 
any nominee to resign any position that is related to the educational 
system of the Nation. 

Mr. McE roy. I had two reasons for that, Mr. Chairman. One 
of them was that my time, of course, will not permit my contributing 
to either of those, but outside of that, both of those institutions have 
investments and some of them, in the case of Harvard, are substantial, 
in companies which might have some benefit from defense contracts, 
and IJ felt that it might be just as well for me to remove myself from 
any possibility of criticism. 

Chairman Russxxiu. All right, sir. That is a laudable purpose. 

Do I understand that your interests in the profit-sharing and the 
stock option plan and the group life insurance plan will not increase in 
anv degree by virtue of your retaining vour status as an employee 
without compensation on approved leave? 

Mr. McEtroy. That is correct. 

It should be understood, however, that in the profit-sharing trust 
plan our shares will be receiving dividends, but while I am in office, 
those dividends will be reinvested and that will go on, but with that 
exception, your statement is correct, that as of the time I assume this 
office, no further credit will go to me in the profit-sharing plan. 

Chairman Russetz. Under your system, do you make any contribu- 
tion to this insurance plan? 

Mr. McExroy. Yes. The employee does make a contribution, 
and it will be shown in the detailed information which is made avail- 
able to the committee. 

I will pay a double amount on the company in carrying on that 
insurance; that is all, under the terms of the plan. 
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Chairman Russetit. Now, your sales of cleaning products and 
shortening to the military services, you state that all of those are 
handled on a strictly competitive basis. 

Mr. McEtroy. Well, the bid business, of course, is just what it 
says. Bids are sent out to a number of companies in the industry. 
Bids come in and the decision is made presumably on the basis of the 
lowest bid for a given quality of the product that the bid covers. 

In the case of the business sold to the various post exchanges and 
commissaries, a basic approval is given by the military to deal with 
Procter & Gamble for these products, and that is issued to all the 
various post exchanges. 

Then each of these post exchanges or commissaries deals for itself 
and makes its own purchases in relation to its needs, but it is always 
on a published price list given to the central body, which makes its 
basic approval in the first instance. 

There is no negotiating. It isastraight price list kind of proposition. 

Chairman Russe.u. Going back to the bid business, Mr. McElroy, 
do you have, or does Procter & Gamble have any competition in that 
field? Are there a number of bids usually submitted? 

Mr. McE troy. I would think there would be as many as 50 at the 
minimum, 

Chairman Russe.u. Fifty at the mimimum? 

Mr. McE roy. Yes. Generally speaking, that business goes to the 
smaller soap manufacturers. 

Chairman Russe_t. Was this determination to terminate the con- 
tract of the ordnance plant at Milan, Tenn., entered into after you 
were selected for this position, or had Procter & Gamble already 
determined to relinquish that contract? 

Mr. McExroy. The determination had been made by the company 
prior to the time of my consideration, but the overt act of termination 
was taken up after my, at least, tentative selection for this assign- 
ment, because it was felt by the company, since it wanted to terminate 
the contract anyway, that it would be in the general interest of the 
company to accelerate the termination, if it was possible and it was 
acceptable to the Ordnance Department. 

Chairman Russe.u. Senator Lausche, we are glad to have you here. 
Do you desire to make any statement with respect to this nomination? 

Senator, I might say that Senator Bricker was here earlier and 
made a brief statement to the committee. 


STATEMENT OF HON. FRANK J. LAUSCHE, UNITED STATES 
SENATOR FROM THE STATE OF OHIO 


Senator Lauscue. I have known Mr. McElroy since 1945. He 
was a citizen of Cincinnati, active in civic affairs, deeply respected, 
devoted to his country, wanting to participate in activities which 
were to the best interests of Cincinnati, the State of Ohio, and the 
Nation. 

My contact with him began while I was in my first year of the 
governorship. I have always looked back upon my association with 
him with joy and deemed it to have been my privilege and to my 
benefit. Whenever I had to look to Cincinnati for someone whom I 
might choose for aid, I thought of Neil McElroy. 


95863—57——2 
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His experience has been broad. I have never heard one unkind 
word uttered about him, and I unhesitatingly recommend him to the 
members of this committee for favorable consideration. 

Chairman RussEeuu. We are glad to have your statement, Senator. 

Mr. McElroy, I believe you came along when you were too young 
to be in the service in World War I, and without any reflection upon 
your present age, you were a little too old to serve in World War II. 

Mr. McEnroy. Yes, sir; that is about the way it turned out. 

Chairman Russeiu. Do you have any decided preference for any 
of the three branches of the armed services? 

Mr. McE troy. I have no decided preference and whatever prefer- 
ence I might have had would be submerged in the light of this new 
post. I don’t think that is a problem. 

Chairman Russexii. That preference may not be a problem, but 
the controversies between the services will be a constant problem 
while you are in this office if you are confirmed. 

Would you mind telling us briefly what you regard as being the 
primary duty of the Secretary of Defense? 

Mr. McEtroy. Well, in the broad term, which is the way in which 
I should answer that question, Mr. Chairman, I assumed that the 
fundamental responsibilities of the Secretary of Defense are to work 
with his associates in the protection of this country from an outside 
attack and also to give it sufficient strength so that it can be a positive 
force in international affairs. 

Chairman Russwii. We have had a great deal of discussion around 
about the relative merits of a strong defense as weighed against a 
balanced budget, or the desirability of a tax reduction. Do you have 
any views in that field? 

Mr. McE troy. Well, I do have some views. Again, all of these 
stem from something other than any intimate association with the 
Department, which, of course, I haven’t had. 

I think there must be in any decision having to do with the provi- 
sions for the Defense Department a first concern with there being 
adequate protection, adequate defense of this country. There must 
be at the same time, it seems to me, taken into account the ability of 
the country to support a given level of defense preparation. 

While I would certainly feel that there should be no compromise 
with adequate defense, it is not possible to ignore the necessity of the 
protection of a sound economic base in this country in order to main- 
tain the proper climate for these defense efforts. 

Chairman Russe_ut. We often have issues that arise between the 
coordinate branches of the Government, the executive branch and the 
legislative branch, in these fields. Sometimes the Congress thinks the 
Department of Defense has requested too much money and reduces 
the appropriations. There have been rare cases where the Congress 
has felt that under its constitutional duty to raise and support armies 
and to provide and maintain a navy, it should appropriate funds in 
excess of the amount requested by the executive branch. 

I don’t want to ask you to get into a nebulous field—and this is 
somewhat nebulous—without any concrete case before you, and par- 
ticularly before you have entered on your duties, but I do want to ask 
you if you are fully aware of the constitutional responsibility of the 
Congress in this field as a coordinate branch of the Government. 

Mr. McE roy. I think I am aware of it, Mr. Chairman. I think 
one thing I can say positively is that I am confident on the one side 
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that a man in the executive branch must not spend any money in 
excess of what Congress appropriated, and on the other side I am not 
willing to comment at this time. 

Chairman Russe.u. But you do recognize that Congress has a 
definite constitutional responsibility in that field? 

Mr. McEtroy. Yes. 

Chairman Russeit. Mr. McElroy, do you consider that your back- 
ground has principally been in the field of sales and promotion or in 
administration and production? I just want to get some idea about 
that. 

Mr. McEtroy. As in a good many companies, I suppose, that are of 
moderate size, the usual course of the career of an individual is to 
progress through a particular side of the business up to a point where 
it seems to his superiors that he has some qualification to take up a 
position of more general management responsibility. The part of our 
business which I prepared in up to that point was the advertising 
and promotion part of our business. 

The last 10 or 12 vears, however, I have spent in general manage- 
ment of the company, and, while I don’t think anyone forgets what 
he has done for 20 years, I think that my performance in the company 
since I have had general management responsibilities has indicated 
that I can balance my previously acquired special interests with the 
major needs of our business. 

Chairman Russeiu. Of course, | am sure you are aware, Mr. 
McElroy, that there is a considerable difference in the administration 
of a public office from the administration of the affairs of a private 
corporation. 

Mr. McExroy. I am certain that is true. 1 have had many of my 
good friends explaining that to me. If only on the basis of relative 
size, of course, the difference in a very different order of magnitude 
is apparent, but I am conscious also of the necessity of maintaining 
relationships with many groups in order to help things work through 
the democratic process, as it has been organized in the running of this 
country. I will try to do that. 

Chairman Russeuu. In a lighter vein, | heard you didn’t like to 
stay at a hotel that didn’t have your products available in the bath- 
room. 1am sure you wouldn’t carry that over to feeling any resent- 
ment to a head of a commissary if he had a strong competitive product 
in a more conspicuous place, would you’? 

Mr. McEtroy. That is a very broad thing to ask me to do, but 
I plan to be even that broad. 

Chairman Russe.uu. Senator Saltonstall, I have concluded my 
questioning, if you desire to go on. 

Senator SaLronstay. I have about three questions, Mr. Chairman. 
Thank you. 

I might say, Mr. Chairman, in the same vein, would Mr. McElroy 
say, if he went into the Office of the Secretary of Defense, what kind 
of soap he would find? 

Chairman Russe.u. That is a personal matter. There is no doubt 
in my mind what kind there will be. I am sure his skin would be 
allergic to any other kind. 

Senator SaLronsTauu. | think the questions have covered the 
questions that are in the minds of all of us. I have just three ques- 
tions that occur to me. 
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This profit-sharing plan of the Procter & Gamble Co., you say 
that you are going to get compensation on a lump-sum basis for the 
services rendered prior to the effective date of your resignation. I 
assume you intend by that to mean also that you will get vour share 
of the profit-sharing plan up to the time that you resign and from 
then on you will get nothing except any dividends that come from 
the Procter & Gamble stockholdings. 

Mr. McExroy. That is correct. 

Senator SauronstaLu. There is one question the chairman touched 
on a little bit. Perhaps I didn’t hear all of your answer. One 
question that concerns the Congress a great deal in its responsibility 
toward the defense of our country is the question of how the appro- 
priations are carried out. 

I mean by that, if we appropriate money for a certain purpose, 
then, of course, you as Secretary of Defense might be able to decide 
to hold up that money and not to spend it for that purpose, because, 
for various reasons, it might become impractical, or you might 
decide that it was unwise to do it. 

Would you be willing to enlarge a little bit as far as you know at 
the time of your job on your attitude toward that? 

Mr. McEtroy. That is a question that I suspect, Mr. Saltonstall, 
would involve knowledge of the internal wor kings of the Defense 
Department, which I do not have, and I would like not to make 
commitments in areas in which I am just lacking in knowledge. 

Senator Satronstauu. [ don’t blame you on that, and | won't 
press you for an answer. 

I want to call your attention, however, that that issue arises some- 
times. I have seen it arise under President Truman’s administration, 
and I have seen it arise in President Eisenhower’s administration. 
And it is a question that Members of Congress are quite sensitive to, 
and it is a question that you as Secretary of Defense should look into 
very carefully before you decide to hold up spending or going ahead 
with a program that the Congress believes is wise to go into. 

Of course, it is in your discretion finally to do it, but that is a 
matter that we are quite sensitive to here in the Congress as a part 
of our responsibilities for the security of our country. 

Mr. McEtroy. Thank you. 

Senator SatronstaLu. The other question I would ask is this. 
Again perhaps the chairman touched on it some. 

Have you thought at all of the relationship of the Defense Depart- 
ment with the State Department? 

There today we find that the military, right down from the Secre- 
tary to the various services, through the men in uniform, play a 
tremendous part in our diplomatic relations with other countries and 
with relation to the security—our security in relation to other 
countries. 

Have you given any thought at all to that subject? 

Mr. McEtroy. I am conscious of the importance of the availability 
of a strong group of defense forces to support the foreign policy of this 
country, and I have assumed that through the National Security 
Council and other coordinating groups, we would work very closely 
and must work very closely—with the State Department. 

I do not know whether that answers your question or not. 
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Senator SALTONSTALL. You also have, from the point of view of the 
Secretary of Defense, the responsibility of holding up the point of 
view of the security of this country from the military side of it. 

Mr. McExtroy. Commitments made by the State Department 
must be supportable by the Defense Department to the extent that 
those commitments involve defense activities. I am sure that a 
coordination of those two departments of government are essential 
and I intend to participate and, if necessary, I would hope that I 
would still further improve those working relationships. 

Senator Satronstatu. Mr. Chairman, I don’t think I have any 
other questions. 

I note with pleasure that Mr. McElroy is a Harvard graduate, and 
I hope that won’t prejudice him in the minds of the members of the 
committee. 

Chairman Russeuu. I was waiting for you to mention that, but 
but you do it on your own responsibility as a Harvard man. 

Mr. McEuroy. Perhaps on that point I should comment to you 
that there was a little discussion in one of the Cincinnati papers about 
this particular meeting. There was an anticipation of the proceedings 
that might take place here, and one of the suggestions was made, one 
of the members of the committee would say, ‘““Mr. McElroy, I under- 
stand that you are a Harvard man.” 

And I was supposed to reply, ‘‘Is that considered to be subversive?”’ 

Chairman Russeutu. Mr. McElroy, one other question on what Sena- 
tor Saltonstall touched on there. You are, of course, aware of the 
fact that from the military point of view your principal advisers will 
be the Chairman and the members of the Joint Chiefs of Staff. 1 am 
sure you would make no decision without at least consulting them as 
to their opinion that would affect the Armed Forces of the United 
States, would vou? 

Mr. McEnroy. | certainly am in accord with that. 

Chairman Russeutu. I might say what Senator Saltonstall did not 
say, that there has been a feeling on the Hill among Members of the 
Congress that the State Department at times has perhaps exercised 
a great deal of influence in the operation of the Department of Defense, 
and [ think Senator Saltonstall was primarily concerned about your 
defending the views of the Department of Defense in case a contro- 
versy of that kind would arise, not one that is apt to have been proc- 
essed through the National Security Council, but in matters of policy 
relating to our own national defense. 

Mr. McE troy. I think that is a policy that would be wise for the 
Secretary to follow. 

Chairman Russeuu. I don’t like to take all the time, but I have 
been handed a letter by Senator Kefauver that relates to some litiga- 
tion charging Procter & Gamble with violations of the antitrust law. 
Are you familiar with this letter, Mr. McElroy? 

Mr. McEtroy. I knew that such a letter was being prepared and 
would be likely to be presented. 

Chairman Russet. In justice to Senator Kefauver, who could not 
be here today, I would have to read it and you can make such obser- 
vations as you see fit. 

Do you desire a copy of it? 

Mr. McEtroy. Yes, I would like a copy. 

Chairman Russetu. The letter is addressed to me. 
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Dear Senator: Both as chairman of the Antitrust and Monopoly Subcom- 
mittee of the Judiciary Committee and as a member of the Armed Services Com- 
mittee, I am greatly interested in the public hearings being held on the nomination 
of Mr. Neil H. McElroy to be Secretary of Defense. 

As you know, the Antitrust and Monopoly Subcommittee is undertaking an 
extensive inquiry into administered pricing practices employed in various in- 
dustries where there exists a high degree of concentration. This subcommittee 
has sought to determine the extent to which mergers have contributed to con- 
centration in American industry. We now have before us legislative proposals 
to strengthen the antimerger provision of the Clayton Act. 

For some years Mr. McElroy has been president of Procter & Gamble Co., one 
of the largest corporations in America. In the past 10 years, this company has 
enjoyed a 300-percent increase in net sales and net profits. It has been brought 
to my attention that Procter & Gamble has acquired six companies since the 
middle of 1955. It recently acquired Clorox Chemical Co., the largest: manu- 
facturer in the United States of liquid bleach for household use. The various 
executive agencies of the Government charged with enforcement of the antitrust 
laws will be obliged to look carefully into these mergers to determine whether any 
of them involve violation of the antimerger laws. 

Procter & Gamble was named as a defendant in a civil case brought by the 
Department of Justice on December 11, 1952, in the district of New Jersey. This 
complaint charged three dominant soap companies with restraint of trade and 
monopolization in the manufacture and sale of household soaps and synthetic 
detergents in violation of sections 1 and 2 of the Sherman Antitrust Act. The 
case is now on appeal in the Supreme Court from a dismissal by the district court 
because of the Government’s refusal to produce the grand jury transcript. 

The Defense Department in its procurement activities makes many important 
decisions which have substantial effect upon the nature of competition in this 
country. I think it is of the utmost importance that this committee ascertain 
fully the attitude of Mr. McElroy toward the maintenance of a vigorous competi- 
tive system before passing upon his nomination as Secretary of Defense. 


It is signed ‘“‘Senator Estes Kefauver, Chairman of the Antitrust 
and Monopoly Subcommittee.”’ 

Do you wish to make any observations on this letter and the impli- 
cations of it? 

Mr. McExroy. Yes. 

Mr. Chairman, as Senator Kefauver points out—he is quite right-— 
there is a pending antitrust case against the Procter & Gamble Co., 
which is a civil case in which the Procter & Gamble Co., the Lever 
Bros. Co., and the Colgate-Palmolive Co. are accused of having con- 
spired to monopolize the soap business in this country. That is a 
case that has been going on for about 5 years now, as Senator Ke- 
fauver points out, and the case was dismissed in the Federal district 
court, in New Jersey, and is now under appeal to the Supreme Court 
of the United States. 

The actions under which this monopoly, this conspiracy is supposed 
to have taken place go back about 30 years. I can only say to you, 
as far as I am personally concerned, during my time in the manage- 
ment of this business—and, of course, I haven’t been in the manage- 
ment of the business for 30 years, even though I have been an em- 
ployee for over 30 years—there has been no conspiracy or any attempt 
to monopolize. There has been no attempt on the part of our com- 
pany except to push its business ahead in a way in which private 
enterprise in this country works. 

As Mr. Kefauver asks— 


I think it is of the utmost importance that this committee ascertain fully the 
attitude of Mr. McElroy toward the maintenance of a vigorous competitive 
system before passing upon his nomination as Secretary of Defense— 

I think it is basic to the continued growth of this country and its 
standard of living and general welfare and well-being. I have been 
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around the world enough and observed enough economies which do 
not operate on that sy stem to have complete confidence in that as 
really being one of the absolute essentials for the ys 4 develop- 
ment. of this country within which most all of us think the system 
operates in a fine way. 

I don’t know whether you want any more from me. 

Chairman Russet. No, sir. 

You may make such observations as you desire. 

Senator Byrd. 

Senator Byrp. | have one or two questions. 

I had an opportunity to have two conferences with Mr. McElroy, 
and we went into the question of conflict .of interest very carefully. 

Now, Mr. McElroy, I note, however, that you say that your sev- 
erance compensation—that is a severance compensation? 

Mr. McExroy. It can hardly be severance, because I am going on 
leave of absence. If you take that into account, that is what it is. 

Senator Byrp. It will be paid to you next January? 

Mr. McExroy. About March 1. It is within the discretion of the 
chairman of the board of our company to make the decision both in 
amount and in time, but not later than that point. 

Senator Byrp. That is in the nature of a debt, so to speak, that the 
company will owe you when your resignation becomes effective? 

Mr. McEtroy. That is correct. 

It will be in settlement of any obligation the company might have 
to me for added compensation. 

Senator Byrp. There will be nothing included with respect to that 
for any service during the time that you are Secretary of Defense. 

Mr. McEuroy. That is true. 

Senator Bykp. Now, the only other question I have that has 
bothered me is with respect to the second category on page 4, of 
your business, which is called bid business. This means sales of clean- 
ing products, of shortening made by your company to the military 
services on competitive bids. 

As you know—and we discussed this—the conflict-of-interest law 
upon which the determination was made in regard to Mr. Wilson 
reads as follows: 


Section 434. INTERESTED PERSONS ACTING AS GOVERNMENT AGENTS 

Whoever, being an officer, agent or member of, or directly or indirectly inter- 
ested in the pecuniary profits or contracts of any corporation, joint-stock com- 
pany, or association, or of any firm or partnership, or other business entity, is 
employed or acts as an officer or agent of the United States for the transaction 
of business with such business entity, shall be fined not more than $2,000 or 
imprisoned not more than two years, or both. 

That law makes no exception with respect to bids, and the ques- 
tion involved there, it seems to me, is whether you are employed for 
the transaction of business with such business entity, and I understood 
there was some legal] opinion rendered on that. 

Mr. McEuroy. We have asked that the Attorney General’s Office 
give an opinion on that point, and there has been an opinion that has 
een given to the Department of Defense by the Attorney General’s 
Office. The Attorney General’s Office, however, asked that if this 
committee would like also to have that opinion, the request be made 
to them and have them give it to the committee, rather than have the 
Defense Department give it to the committee. 
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Senator Byrp. I make no poimt about the PX’s. That is in a dif- 
ferent category, because the Congress makes no appropriation for 
the operation, as I understand, for the post exchanges, and that is 
a very much larger amount there than these direct sales that vou are 
making to the Defense Department. 

I am speaking of Procter & Gamble. 

Mr. McEtroy. Yes. 

The direct sales, just for the information of the committee—and | 
know that when you are talking about the violation of the statute, 
the amount is not important, but I think it should be understood that 
the amount of business done last year on a bid basis by our company 
is $143,000 against a business of about a billion one. 

So that is not a major factor. Nevertheless, in acceptance of what 
I think is quite true, the amount is not important, the question is 
whether this is or is not a violation of this statute. 

Senator Byrp. How much is your business with the PX’s? 

Mr. McE roy. $16 million last year. 

Senator Byrp. When Mr. Wilson was here, as we understood the 
Unification Act, he did not have the right to delegate his authority. 

Now I have been told, since then, another law has been enacted 
with respect to that. In other words, he would be held responsible 
under this conflict-in-interest law for any contracts made with the 
General Motors at that time. Is there a law that Congress has 
passed since then that changed that? 

Mr. McEtroy. That law has been referred to in this opinion that 
has been prepared by the Attorney General’s Office, Senator Byrd, 
and since I am not a lawyer, I would rather not get myself into just 
what the development of the legal position is. 

I would rather that would come to you direct, because then I think 
it would have a good deal more significance. 

Senator Byrp. I realize this is technical and there is a small amount 
involved. I am not prepared to make any objection to it. 

I think for the record it should be cleared up, Mr. Chairman, by 
obtaining this legal opinion, which I have read. 

Chairman Russetu. Very well, you might request that opinion of 
the Office of the Attorney General. 

Senator Byrp. That refers to a change in the law since the unifica- 
tion of the services, as I understand it. 

Mr. McE troy. Yes. 

Senator Byrp. Also, it clears up the question of the post exchanges 
completely and the only other that is more or less technical is these 
small purchases that are made by competitive bids. So I would like 
to ask that be included in the record. 

Chairman Russe.u. If it is made available to us, it will be printed 
in the record, and we will request it today. 

Senator Byrp. That is all. 

(The information subsequently furnished follows:) 

OFFICE OF THE ATTORNEY GENERAL, 
Washington, D. C. 
The honorable the Secretary or DEFENSE. 


My Dear Mr. Secretary: You have requested my opinion informally with 
respect to the possible applicability of title 18, United States Code, section 434, 
to the appointment of an individual as Secretary of Defense under the following 
circumstances. 

The individual under consideration is the president of a large manufacturing 
establishment which produces principally soaps and detergents. Upon appoint- 
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ment, this individual will retain a pecuniary interest in the corporation by virtue 
of the fact that he will retain stock and stock option rights during the period 
that he will be serving as Secretary of Defense. 

The level of business annually in this corporation and its subsidiaries is approxi- 
mately $1 billion in sales. You have directed my attention specifically to a portion 
of that business, of approximately $1644 million per year, which is transacted with 
the armed services under a purchase notice agreement negotiated by the Military 
Subsistence Supply Agency, Chicago, Ill. This purchase notice agreement is an 
open-end contract of indefinite duration which does not establish prices or con- 
ditions of delivery except in the general terms of guaranteeing prices within the 
most favorable range granted to private purchasers for like quantities and such 

rivileges as cash discounts. The so-called general provisions contained in 
Federal Standard Form 32 are made applicable, and these impose the various 
statutory restrictions upon this contract which are normally applicable to all 
Government contracts. 

The purchase notice agreement is a form designed for sales for resale to indi- 
vidual consumers. In relation to resale activities for which this form was de- 
signed, the money expended for the supplier’s product ultimately comes from 
the private consumer, a serviceman or his family, rather than from funds appro- 
priated by the Congress for the support of the Defense Department. Supply 
bulletins giving notice of the master open-end contract and containing supplier 
price lists are distributed to the military departments and certain other Govern- 
ment agencies to permit a simple purchase order request to be made to the supplier 
at prices established by the supplier. The goods are shipped directly to the com- 
missary, post exchange, or ship’s service store and are handled ‘‘off the shelf” 
according to customer demand. Prices are fixed by the seller and the volume pur- 
chased from the corporation is determined by customer demand. The nature of 
the goods and the brand name is determined in accordance with consumer prefer- 
ence at the level of the officer in charge of the individual post exchange or 
commissary. 

You have advised me that due to the favorable prices available for extremely 
small lot purchases, a recent Food Program and Commissary Operations Informa- 
tion Letter of July 15, 1957, issued by the Assistant Quartermaster General for 
subsistence authorizes purchases for troop issue under purchase notice agreements 
but only for amounts up to $100. Normally troop supplies must be requisitioned 
from supply depots and normally soaps and detergents are purchased in bulk for 
troop issue on the basis of open competitive bidding. Thus there is no basis at 
this time for an estimate of how much Government purchase for troop issue under 
purchase notice agreements may result from this recent change. 

The individual purchase orders constitute negotiated contracts. The discre- 
tion with respect to these is exercised by the local officer in charge of the commis- 
sary to the extent that discretion is exercised under circumstances in which con- 
sumer preference determines items and quantities. There is no necessity for 
participation by the Secretary of Defense or even the secretary of the military 
departments in the negotiation of the open-end purchase notice agreement or in 
the individual purchase orders, both of which are routine field operations of rela- 
tively low magnitude in relation to overall armed service procurement. 

In addition to the purchase orders under this purchase notice agreement, there 
were total sales by the company and its subsidiaries directly to the New York 
quartermaster during fiscal year 1957, amounting to $143,822, on a competitive 
bid basis, for soaps and detergents. 

During fiscal year 1957, expenditures for procurement of materiel in the entire 
Department of Defense amounted to $15.2 billion. 

You have invited my attention to the relationships of officers and agencies 
which have a possible bearing upon this situation, as follows: The Military 
Subsistence Supply Agency is an agency of the Department of the Army charged 
with the responsibility for procurement and distribution of perishable and non- 
perishable subsistence supplies for all of the military services. The manager of 
this agency has complete responsibility by delegation for all purchase functions 
in the subsistence field subject to supervision by the Secretary of the Army. 
The Secretary of the Army is vested with procurement responsibility directly 
under the Armed Services Procurement Act of 1947 (10 U. R C. 2301 et seq.) 
and he has complete authority by statute without reference to any other officer 
for procurement transactions in any amount or under any circumstances within 
the fimit of available appropriations for procurement whether for the Department 
of the Army or for the other military departments. The Secretary of Defense has 
under the provisions of the National Security Act of 1947, as amended in 1949, 
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direction, authority, and control over the Department of Defense (5 U. S. C. 
171a (b)), of which the Department of the Army is a component part (5 U.S. C. 
171 (b)). The Secretary is authorized, ‘without being relieved of his responsi- 
bility therefor, and unless prohibited by * * * law [to] perform any function 
vested in him through or with the aid of such officials or organizational entities of 
the Department of Defense as he may designate” (5 U.S. C. 17la (f)). In 
addition, under the terms of Reorganization Plan No. 6 of 1953 (67 Stat. 638), 
provision is made that “‘the Secretary of Defense may from time to time make such 
provisions as he shall deem appropriate authorizing the performance by any other 
officer, or by any agency or employee, of the Department of Defense of any func- 
tion of the Secretary, including any function transferred to the Secretary by the 
provisions under this reorganization plan.’?’ You have further advised me that it 
is customary for the Secretary of Defense to authorize the performance of all 
functions of the Secretary of Defense by the Deputy Secretary of Defense whether 
or not the Secretary of Defense is absent from the city. 

Under these circumstances, you have requested my informal views as to 
whether, by virtue of having direction, authority, and control of the Department 
of Defense, including the military departments, the individual under considera- 
tion, if appointed as Secretary of Defense, could be considered either directly or 
indirectly to be acting as an officer or agent of the United States for the transaction 
of business with the supplier, in this instance, the soap company, within the 
meaning of title 18, United States Code section 434. 

The statute concerning the application of which you request my opinion, title 
18, United States Code section 434, provides: 

‘“‘Whoever, being an officer, agent or member of, or directly or indirectly 
interested in the pecuniary profits or contracts of any corporation, joint-stock 
company, or association, or of any firm or partnership, or other business entity, 
is employed or acts as an officer or agent of the United States for the transaction 
of business with such business entity, shall be fined not more than $2,000 or 
imprisoned not more than 2 years, or both.” 

Under this statute it is not necessary for an officer of the Government to 
transact business personally with a business entity in which he has a pecuniary 
interest to be within the reach of the statute. Thvs, rendering advice which 
may or may not result in a business relation with such a company has been con- 
demned in circumstances in which the Government employee would act as a 
liaison officer between the company and a Government department (40 Opinion 
Adjutant General 168). On the other hand, general policymaking activities, 
insofar as they may incidentally affect such a company, would not seem within 
the intendment of the statute. 

If the individual under consideration as Secretary of Defense should take some 
individual action with respect to the company in which he is interested as a stock- 
holder, a question then would arise as to whether the action taken constituted the 
“transaction of business’ within the meaning of section 434. However, under 
the existing procedures for procurement from the company in question and under 
the cited statutory relationships between the Secretary of Defense and other 
officials having procurement responsibilities within the Defense establishment, it 
does not appear from the above-recited facts that a situation would arise requiring 
the Secretary to take action with respect to the particular company which you 
describe. 

Although personal action on the part of the Secretary might pose a serious con- 
flict of interest problem under section 434, I know of no judicial decision suggest- 
ing that the existence of ultimate official responsibility for all the activities of a 
department constitutes per se the “transaction of business’’ within the meaning 
of section 434. Moreover, neither the express language of the section nor its 
legislative history are indicative of such a result. Since, however, section 434 is a 
penal statute regulating the conduct of persons in the employment of the Federal 
Government, the burden of construing the statute and of conforming his conduct 
to its prescriptions rests, in the final analysis, on the individual being considered 
for appointment. (United States v. Dietrich, 126 Fed. 671, 676; 40 Opinion Adju- 
tant General 289; 39 Opinion 446.) 

Sincerely yours, 
WituiaMm P. RoGErs, 
Acting Attorney General. 


Chairman Russewi. Senator Smith. 

Senator Smrra. Mr. Chairman, the questions I had in mind have 
been answered. Thank you. 

Chairman RusseE.u. Senator Stennis. 
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Senator Srennis. Mr. Chairman, I will be very brief. 

[ want to say to Mr. McElroy that I believe he has come into the 
most powerful position and the most difficult position in Washington, 
the Presidency itself excepted. I want to call his particular attention 
to one clause in the Constitution here. 


The President shall be Commander in Chief of the Army and the Navy. 


I am sure you subscribe wholeheartedly to the philosophy behind 
that part of the Constitution; is that correct? 

Mr. McE roy. Yes, sir. 

Senator STENNIs. I think it is of growing importance. I suppose no 
one dissents from that now, but we find clauses in the Constitution 
that slumber sometimes and are inclined to be forgotten and wake up 
to find they have a different meaning. 

I refer particularly to year after year the tremendous economic 
power behind these military appropriation bills. Of course, the 
retiring Joint Chiefs of Staff Chairman, Admiral Radford, said $38 
billion is a minimum for several years. I wouldn’t doubt that that 
would be more. That is more than the entire value of the goods and 
services of the Nation just 25 years ago, as I recall it. 

The primary responsibility, of course, is with the President, but the 
actual carrying out of it rests with you, regardless of who is President. 

I hope you do keep that in mind. I think most of the military sub- 
scribe to that, althought I hear there are some who do not much like it. 

I think it is one of our problems in the future and I believe the 
keyman will be the Secretary of Defense in keeping it in the right 
place in the years to come. 

I want to call your respectful attention to that. 

Mr. McEtroy. Thank you, Senator. 

Senator Stennis. That is all, Mr. Chairman, Thank you. 

Chairman Russeu. Senator Case. 

Senator Casg. Mr. Chairman. 

Mr. McElroy, have you ever occupied a position where you were on 
the Federal payroll? 

Mr. McEtroy. As a National Guardsman, if that is on the Federal 
payroll. 

Senator Case. I suppose it is. 

Mr. McEtroy. I was in the National Guard for 3 years. 

I haven’t really thought about this one. But I have never been up 
to this time. No; I have never been a civil servant of the Federal 
Government, 

Of course, I believe it would be true. 

Senator Casre. Since you mentioned the National Guard, 1 under- 
stood you had had no military experience whatsoever. How did you 
come to join the National Guard? 

Mr. McE.uroy. Well, the man who was the head of our company 
at the time I went in to the company was Col, William Cooper 
Procter, and he was very enthusiastic about the National Guard. 
And also the National Guard unit at that time that I was interested 
in was a cavalry unit. It was a unit which did not accept any income 
for the individuals themselves. It pooled their receipts that would 
come for its compensation for the purpose of obtaining somewhat 
better mounts, and in any case it looked to me like a good thing to 
do for a couple of reasons. One of them was that I could learn to 
ride a horse, which I didn’t know very much about. And I could 
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also do something which I knew that the head of the company was 
interested in, even though at that particular time I didn’t expect to 
stay. 

And also, I suppose, even though I was pretty young to have any 
serious thoughts at that time, I suppose [| had some “thought that 
there was some performance of a civie duty, but 1 do not want to 
overstate that one, because I don’t think I was overloaded with that 
at that particular time of my life. 

Senator Case. That was some years ago? 

Mr. McEnroy. Yes. 

Senator Cass. It is no disqualification, as far as I am concerned, 
that the possibility of learning to ride a horse was one of the motiva- 
tions, but the Army I have learned some time ago long since gave up 
horses, much to my disappointment. 

Mr. McEtroy. That is what makes it clear that it is quite some 
time ago. 

Senator Case. Not as a matter of military efficiency. 

I was wondering how it came that you presided at the White House 
Conference on Education. 

Mr. McEtroy. I think that evolved this way: There was formed 
in this country about 6 or 7 years ago, prior to the White House 
Conference on Education, a private, nonprofit organization called the 
National Citizens Commission for the Public Schools. 

This was done, I think, largely at the insistence of President Conant 
of Harvard, who persuaded Roy Larsen, whom most of you know 
probably, to undertake the organization of this National Citizens 
Commission which was supported by foundation contributions, 
with the principal objective of arousing the communities and the 
States in this country to anticipate the imminent and very large 
needs for education funds for buildings, equipment and operating 
costs, and to prepare ourselves to do something about if as citizens. 

The members of this National Commission were recruited from all 
tvpes of life in the country. There were important people from labor, 
there were important people from professional education circles, 
and so on. 

I happened to be one who was invited to come in as a businessman. 

I found it was a matter of considerable interest to me, so I spent 
some time on it. I think that perhaps largely it was as a result of this 
work and perhaps also because of the generation of this same sort of 
interest in the Department of Education down here that the Ad- 
ministration at that time, under the leadership of Mrs. Hobby, 
recommended that this White House Conference be held to kind of 
provide a means of attracting national interest to this subject. 

I think the ideal man for the job would have been Roy Larsen, 
because he has put in a tremendous amount of time in this particular 
subject, but I think it was felt—and probably rightly—that the 
interests of the White House Conference and the interests of the 
National Citizens Commission might diverge, so that I think Roy felt 
he should not do it. Maybe he didn’t want to. But in any case, they 
asked me if I would do it. And as you see, I have some difficulty in 
saying ‘“‘no’’ and so I said ‘“‘yes.”’ 

Senator Cass. It then did not grow out of any position you had 
lield in education professionally? 


Mr. McE troy. No. 
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My father was a school teacher, so I suppose I have some ingraining 
of feeling for education, but no, ] have never been a teacher. 

Senator Case. You have been on both the promotion and produc- 
tion side of business. Would you say that your responsibility as 
Secretary of Defense would be primarily to produce a product or to 
sell it and gain public acceptance? 

Mr. McExroy. Well, I am satisfied that if you wanted to make 
the choice between the two, it would be the production initially of the 
tremendous amount of goods required, as the principal one of those 
two functions in Defense. 

I think it would be unfortunate if attention were not paid also to 
keeping public informed to the extent that is possible within security 
limitations as to what the problems of the Defense Department are. 

[ don’t know whether that answers your question, but I am trying to. 

Senator Casn. I think so. 

Of course, vou started in on the selling end of it or the promotional 
end of it, but you wound up on the production end, which is perhaps 
fortunate in the light of the priority you just gave 

Mr. McExroy. Winding up really in general management. 

{ think anybody who looks at my background and Telates it to the 
needs of the Defense Department will see that the principal thing 
I can bring is the knowledge that you cannot do a big job without the 
cooperation of nuinbers of very able people, qualified people. That is 
the principal thing I can bring to the management or the running of 
that office. 

The way you get a result on a very large assignment is to find a way 
of working closely with those people so they can work toward a common 
end with a minimum clash of gears and a minimum amount of sand in 
the crankcase. 

Senator Case. Mr. Chairman, I just want to say one thing in 
conclusion. This is more or less an observation. It is prompted by 
your question with regard to the reliance that the Secretary might 
place upon the Joint Chiefs of Staff. 

I would certainly agree with the implication in the chairman’s 
question that a Secretarv of Defense and particularly one coming to 
the position without the prior connection with the Military Establish- 
ment of any major consequence would necessarily lean heavily on the 
professional Military Establishment. 

At the same time, I hope, Mr. McElroy, that you will not forget 
that it has been traditional to have a civilian Secretary of Defense, 
and that the concepts of the country are such that you should not 
become the prisoner of the professional Military Establishment. 

Mr. McEtroy. I hope that won’t happen, and I will endeavor to 
keep that so. 

Senator Cass. That is all, Mr, Chairman. 

Chairman Russe_u. Senator Svmington. 

Senator Symineron. Mr. McElroy, as perhaps you know, some of 
us believe that there is considerable waste in the ‘Pentagon ‘Building 
today. It runs into unnecessary expenditures of billions of dollars 
a Vear. 

There are three main fields, I believe, that we feel that way. The 
first has to do with at least some of the Cordiner report. The second 
has to do with more unification to eliminate duplication and therefore 
waste. And the third has to do with something which appears to us 
long overdue; namely, a true weapons system evaluation. 
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I would like to ask you, sir, if you approach this position from the 
structure and functioning of the Pentagon Building with respect to 
these types and character of problems with an open mind, or whether 
you have made any commitments or formed any conclusions before 
you come into the job, if you are confirmed. 

Mr. McEnroy. I think I can assure you, Senator Symington, that 
I do come into the office with an open mind. 

I have regarded that as the important thing to do in my life up to 
the present, and I hope that will always be the way I approach prob- 
lems about which I do not know so much. I would say, taking the 
case of the Cordiner Committee report, I have no preconceptions 
about that. 

It happens that in that case I know Mr. Cordiner quite well through 
having had this association with him as a director of his company. 1 
have great respect for him, as I think the entire country has, and would 
certainly study very receptively whatever Mr. Cordiner might propose 
for the good of the country, but I think the general answer to your 
question is the one | gave first, that I would certainly expect to ap- 
proach all these things you have named with an open mind, and hope 
to be able to make some contribution in each of these directions. 

Senator Symineron. Sir, I only have one further short observation, 
and that is that, having once been a member of the business commu- 
nity, I know people in that community, and, Mr. Chairman, 1 would 
like to report to the committee that the friends that I know, although 
I haven’t had the pleasure of knowing Mr. McElroy, the friends |] 
know in the business community speak of him very highly from the 
standpoint of character and ability, and in my opinion, both are essen- 
tial to the position of Secretary of Defense. 

That is all I have to say, sir. 

Chairman Russet... Senator Bush. 

Senator Busu. Mr. Chairman, I have no questions. 

I had a very satisfactory talk with Mr. McElroy yesterday. I 
would like to make a little personal observation for the record, and 
that is that I had the very great privilege of knowing the president of 
Procter & Gamble, who was William Cooper Procter, at the time that 
Mr. McElroy entered the employ of that company. 

He was one of the great men of his day, a man with a great public 
conscience, and a great sense of responsibility. 

He was the leader in the field of employee-management relation- 
ships. And I think perhaps he was the finest industrialist that I have 
ever had the advantage of knowing. 

I also was fortunate to have the advantage of friendship with Mr. 
McElroy’s predecessor, his immediate predecessor, Mr. Richard 
Redwood Deupree, who, like Mr. Procter, rendered very distinguished 
service to his community and to this country. 

He was Chairman of the President’s Advisory Council and held 
other important assignments during the war and subsequently. And 
most recently was a member of the Fairless Committee which went 
around the world in the interest of studying the whole question of 
foreign aid. 

He is still chairman of the Procter & Gamble Co., I believe. 

So I think Mr. McElroy was raised in the tradition of public 
service among real statesmen in the field of industrial management, 
and I have every confidence that he will measure up to the responsi- 
bilities of this job. 
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Chairman Russeuu. Senator Jackson. 

Senator Jackson. Mr. McElroy, I am sure all of us are impressed 
with the very fine job that you have done with your company. I think 
it is indicative of great business ability. As I understand, you started 
out more or less from the bottom, did you not? 

Mr. McEnroy. Yes, I did. 

Senator Jackson. And worked your way up to the head of the 
com pany. 

I believe, however, you will be the first Secretary of Defense going 
into that job without having had the opportunity of some civilian 
background in the defense area, if I am not mistaken. 1 believe that 
is correct. 

I don’t envy you your job. 1 wonder how long you think it will 
take to just ascertain the meaning of some of the weapons systems 
and some of the things that you just have to understand in order to 
make decisions. Do you have any idea? 

Mr. McE troy. I don’t know. But I can tell you this technically 
on the points that you have raised. The Deputy Secretary, from my 
brief observation and certainly by reputation, is an extremely able 
man. He has what from my standpoint is the wonderful capacity 
of understanding these things very well. 

Don Quarles has come up in his prior career through the fields of 
science. I would think that your question would be a good deal more 
pressing were it not for the availability of Don Quarles in the deputy’s 
office. 

That doesn’t mean that I won’t move as rapidly as I can and with 
whatever capacity to learn I have to get some of that same knowledge 
myself. But I don’t ever expect to have the knowledge he has, be- 
cause my mind is not that kind of a mind. 

Senator Jackson. I agree with you about Mr. Quarles. I think 
those of you who are on this committee agree that Mr. Quarles is truly 
an outstanding scientist, first of all—an engineer—and he is an able 
administrator. He has been associated with our direct military 
problems at least since 1948, when he was out in Los Alamos with the 
Western Electric Co. 

I only ask these questions because in a way I feel sorry for your 
assignment. You have a budget to pass on. You indicated you felt 
your primary job was dealing with production. I assume you didn’t 
want to overlook the fact that the Secretary of Defense must make 
tremendous policy decisions. 

Mr. McEtroy. I was asked, if I recall the question, as between 
production and promotion, which I think was the most important. 
That was the question I was answering. 

Senator Jackson. In order to know what your production is going 
to be in arms weapons, and so on, of course, it all depends on the policy 
first, doesn’t it? 

Mr. McE:roy. Of course, sir. 

Senator Jackson. This fall undoubtedly you will be making up the 
budget. It is in the process of being made up now. You will have 
to decide what you are going to cut out, what you are going to add, 
what new systems are going to come in, and so forth. On whom are 
you going to rely to make these decisions? 

The Secretary of Defense, as I understand the responsibility, has 
to recommend to the President, to the Bureau of the Budget, just 
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what the overall budget should be for the Department of Defense. 
I realize that it is not possible for you to know in the limited period 
of time exactly what our requirements should be. 

I am sure you don’t feel that you can delegate away all your respon- 
sibilities. You do have to sign your name to these things. You do 
have to send your recommendations. You do have to make a de- 
cision. And how long do you think it will be before you are familiar 
with your job sufficiently to make these big decisions? Will it take 
at least a year? 

Mr. McEnroy. I don’t know bow long it is going to take, Senator 
Jackson. The thing that is obvious, as you say, is there are times a 
man has to put his name to something and take responsibility for it. 

You ask, Senator Jackson, how long it will be for me to understand 
these things well enough to really know. I think that is a question 
that even Mr. Wilson, after 4 years, would have difficulty answering. 

Senator Jackson. Yes; but Mr. Wilson’s company was manufac- 
turing a large amount of defense materiel. Mr. Lovett was Assistant 
Secretary of Defense for Air. Mr. Forrestal had been Secretary of 
the Navy. 

You are starting at the top. These others have served in assistant 
capacities. 

I am not asking you these questions to embarrass you. I am trying 
to be honest with you, to find out what you are up against here. 

Mr. McE.roy. I am trying to be honest with you, too. 

1 expect what you ere saying is that my absorption in the job is 
going to be tougher than if I had been in some of the lesser respon- 
sibilities before coming to the top. 

If that happens to be the way it is—and I must say again that I am 
told, and I believe it from what I have heard—that the major asso- 
ciates that I have are able people, both in the top military spots and 
also in the top civilian spots, 

Of course, I will have to lean very, very heavily on them. 

Again I will say that one of the best protections of the situation is 
that Mr. Quarles is in the position of Deputy Secretary. 

Senator Jackson. In any event, you feel that knowing what your 
requirements are under the statute, the Constitution, you can proceed 
to make the decisions required of you in that office? 

Mr. McEtroy. I do. With the help I will have, anyway. 

Senator Jackson. That is all. 

Chairman Russevi. Senator Barrett. 

Senator Barrerr. Mr. Chairman, I have only two questions | 
would like to propound to the new Secretary. 

We have about covered the waterfront, anyway. 

With reference to the Cordiner report, I would like to ask you now, 
before you take on any official duties, as a private citizen, as one of 
the leading citizens of our country, do you think it is incumbent upon 
this committee and also upon the Defense Department to give a 
full-scale hearing to the recommendations of the Cordiner Committee? 

Mr. McEnroy. I don’t believe that I know enough about the 
workings of the Department and the committee, and the Congress 
as a whole, to give as good an answer to that as I am sure you could. 

I suspect that any decision of that sort will be a decision of this 
committee, anyway. This committee, as I understand, takes up any 
matter it wants to. 
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Senator Barrett. Indeed, and the committee has determined to 
take it up, of course, but later on I assume that you will have to 
share the responsibility as the Secretary of Defense in that work. 

But I was inquiring now on your idea about the temper of the 
people of the country, if they expected the committee and the Depart- 
ment to explore that field quite thoroughly. 

Mr. McE.roy. Well, if I sense the feeling of the country, it is that 
anything that looks as if it would have a real chance of being an 
improvement in efficiency in the tremendous Defense Establishment 
is something that the country would be interested in exploring. 

Senator Barrerr. Would you say that the people, then, have been 
sold on the idea that if the recommendations are carried out, that it 
would accomplish that effectively? 

Mr. McExroy. That is purely a matter of judgement. I don’t 
believe that the country has that understanding of the Cordiner plan, 
and I would think one of the more difficult things about it is for the 
people to accept that principle, which, let us say, business has, that 
you have to invest a fairly substantial amount of money in order to 
achieve an economy. 

But the kind of believe I have in the people of this country 1s if it 
makes enough sense, they will get it and coliptieiead it and support it. 

Senator Barrer. Well, | appreciate your answer in that regard. 
Now, you told the chairman earher that you didn’t have any particular 
favorites between the branches of the military department. Then 
you say you served in the National Guard. And I suppose you realize 
that the guard itself has somewhat of a feeling that the so-called brass 
down in the Pentagon are not favorably disposed toward them. 

Mr. McEtroy. I know that there has been considerable public 
discussion and I don’t doubt a lot of private discussion about the 
guard. 

I have not continued my connection with the guard and have not 
been a part of it for some 30 years. 

Senator Barrerr. I might say to you that I am very favorably 
disposed toward the guard myself and I think there are many members 
of the Senate and the House also who feel that same way. 

I hope that you will give the interest of the guard very careful 
attention. 

Mr. McE roy. I will do so. 

I would hope that that could be made an effective part of the 
Defense Establishment. 

Senator Barrerr. I am glad to hear you say that, Mr. Secretary 

That is all, Mr. Chairman. 

Chairman Russg.u. Senator Ervin. 

Senator Ervin. | am in sympathy with the views expressed by 
Senator Barrett with respect to the National Guard, and I also 
receive a great deal of complaints from the reservists about the 
continual upsetting of their units. 

I hope you will look into that as Secretary of Defense. 

In my State we have a unit that runs a few months and they then 
upset it and it upsets the morale in the Reserves. 

I share with Senator Stennis the view that the Secretary of Defense 
has the biggest job in Washington, other than the President. 

I also share Senator Jackson’s view. I sympathize with any man 
who takes on that job. 
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I already told Mr. McElroy that I think that anyone who becomes 
Secretary of Defense will sooner or later come to the point that will 
entertain the view that Jehovah entertained in the Green Pastures 
when he said, ‘‘Being Jehovah ain’t no bed of roses.” 

I am willing to overlook the fact that he is a graduate of Harvard 
College because I know so is Senator Saltonstall. 

Senator Srennis. May I associate myself with the sentiments ex- 
pressed by Senator Barrett with reference to the National Guard. 
The National Guard is the major part of our military strength and is 
the only way we can save money as far as the personnel i is concerned, 
to make a strong National Guard, to utilize the training that our men 
get when they go into the services. 

Senator Barrett. I want to associate myself with that last state- 
ment youjmade, Senator, if you will yield to me. 

Senator SyMINGTON. May I ask one further question. 

Chairman Russe.u. Yes, indeed. 

Senator Symineron. Mr. Me ‘Elroy, you came out of a competitive 
business, where price was important and competition involved pricing 
a line of products carefully and closely. 

Once I was in that kind of a business myself. Now, in the business 
I was in one major reprograming might eliminate all profit incident to 
retooling and redesigning. 

It is my understanding— and I have not had this verified yet—that 
there have been 17 major reprograms in the last 12 months in the 
Military Establishment because of changes incident to fiscal 
availability. 

May I request, if you take this job over, that somehow and in some 
way, you try to eliminate that reprograming. I do that because a 
very prominent manufacturer told me last week that he had received 
a notification of a 5-percent reduction in his production, a 5-percent 
reduction that in his opinion would cost more in reprograming his 
entire line than to take care of the saving. It would be more than 
the 5-percent saving. 

I think you and I know what we are talking about. May I respect- 
fully request that you give some consideration to the elimination of 
this constant reprograming next year, which, in my opinion, you will 
find, itself, costs a tremendous amount of unnecessary money to the 
taxpayer and you don’t get back anything from the reprogramming 
per se. 

Every time you make a major reprograming, you have millions of 
man-hours spent to find inventory in bins. You have to make ad- 
justments in price with the prime contractor and the subcontractors, 
and tens of thousands of unnecessary hours incident to thet, and you 
have major adjustments all through the maintenance and operation 
picture, the overseas picture, and so on. 

If it is true that they have had 17 reprograms in one of the services 
anyway this year, I know, as a former businessman, that would 
interest you and I would ask you to look into that. 

Mr. McE:roy. I don’t know what the facts are, but we will surely 
understand that any sort of stopping and starting like that with that 
frequency is a terrific expense. I can well understand that it is very 
expensive and wasteful. 

Senator Syminetron. Thank you, sir. 
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‘Phank you, Mr. Chairman. 

Chairman Russrexu. Are there any other questions? 

Are there any further suggestions or observations? 

If not, Mr. McElroy, we will excuse you, and the committee will 
go into executive session. 

Mr. McExroy. Thank you all. 

(The nomination of Neil H. McElroy to be Secretary of Defense 
was subsequently unanimously approved by the committee in execu- 
tive session and reported to the Senate on August 15.) 

(Whereupon, at 11:55, the committee proceeded in executive 
session to other matters.) 
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